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SUMMARIES OF TASK FORCE REPORTS 
ON PUBLIC SECTOR PROCUREMENT 


This document includes executive summaries of the three 
reports made to Ministers in Kananaskis by Task Forces 
CamcederalmepLrovincialeand territorial officials. They 
are: 


= The Task Force on Improving Access to Government 
PrOcuuemen, 


= The Task Force on Canadian Source Development; and 
= The Task Force on Public Sector Procurement Data. 
Appendix A includes data on the size and 


characteristics of the public sector market for goods 
and services. 


Decisions taken by Ministers Responsible for 
Procurement at their meeting in Kananaskis, Alberta, 
OCGODeC MEO mlo07 ;eabemSeLmOulcminethne Report. On Public 
Sector Procurement Initiatives tabled at the 
November, 1987, Annual Conference of First Ministers. 


Digitized by the Internet Archive 
in 2024 with funding from 
University of Toronto 


https://archive.org/details/31/61118902196 


IMPROVING ACCESS TO GOVERNMENT PROCUREMENT : 
EXECUTIVE SUMMARY OF THE TASK FORCE REPORT 


Introduction 


At the May 20, 1987, Federal-Provincial-Territorial 
Conference on Procurement, Ministers directed that an 
intergovernmental Task Force of officials study 
opportunities for improving access by Canadian suppliers to 
government procurement, with a particular emphasis on 
improving the use of government procurement as a tool for 
regional economic development. 


The Task Force was directed to develop recommendations and 
an action plan for dealing with the following access and 
regional development issues: 


ik. the quality and timeliness of information available to 
suppliers; 

2 interaction barriers faced by distant suppliers; 

Sha transportation costs; 

4. the participation of small firms in the procurement 
market; 

Sie the regional impact of central purchasing; 

6% geographic neutrality in procurement policies and 
procedures; 

de methods of measuring the regional development impact of 


procurement spending; and 


Se the need for an inter-jurisdictional information 
clearing-house on policy and procedure. 


Approach 


To fulfill its terms of reference as completely as possible 
within the time available, the Task Force consolidated these 
issues into four main topics: 


uke information and geographic neutrality; 

ae distance barriers and transportation costs; 

oe participation of small and regionally-based firms; and 
4. measuring regional development impact. 


The principal activities included gathering information, 
consulting wi thneother jUurisdlctivons. and pene spr uvavemscCuolm, 
and developing recommendations for consideration by 
Ministers. The Task Force has prepared recommendations on 
all issues except transportation costs and methods of 
measuring the regional development impact of procurement 
spending, as these topics proved sufficiently complex to 
require further study. 


It is important to note that the work undertakengby thestask 
Force did not attempt to address the issue of inter- 
provincial trade barriers resulting from government 
procurement policies. This question is outside the mandate 
of the Task Force and is currently the subject of 
comprehensive intergovernmental negotiations on the removal 
of barriers between provinces, with a view to enhancing 
inter-regional trade. 


Key Findings 


The Task Force's assessment of the current situation with 
respect to supplier access and to the use of procurement as 
a tool for regional economic development is reflected in the 
following key findings: 


ike Canadian suppliers need more complete and timely 
information on procurement opportunities, policies and 
procedures; 

Lie the level of ‘nformativon-sharing, among  jUrisd1ctroncmon 


sources of supply needs to be raised; 


Ce the cost of doing business with centrally-located 
procurement groups are Significant enough for distant 
suppliers that it diminishes their competitiveness. 
These costs include the’ timewandwcostwon trave sae long 
distance telephone costs and courier charges; 


ae the allocation of purchase requisitions to 
centrally-located purchasing groups disadvantages 
regional and small suppliers, as well as non- 
manutacturing firms, sbyevirtue, ofthe *size—-of—buy, 
sourcing and tendering policies and distance; 


5. there may be potential for increasing the regional 
economic development benefits which flow from major 
Crown projects and from the procurement activities of 
publicly-funded corporations, agencies, and boards 
outside the mandate of central purchasing agencies; 


6. requirement definitions and the use of non-generic 
specifications do not always adequately recognize local 
conditions. In addition, the process of product 
qualification can act as a deterrent to the sourcing of 
regionally-manufactured products; and 


Ue all jurisdictions accept the principle of geographic 
neutrality but, at the same time, recognize the need to 
have policies or procedures which deviate from that 
principle in ways that support regional economic 
development as well as cost-effective procurement. 


Members considered the use of set-aside programs as a 
short-term affirmative measure to establish a more equitable 
pattern of procurement spending in Canada. However, no 
consensus could be reached on this issue. The arguments 
against set-aside programs were the extreme difficulty of 
setting and measuring targets, the problems of defining 
appropriate geographic regions, the inherent escalations in 
costs as well as the limits imposed by the GATT Agreement on 
Government Procurement. The arguments in favour of quantity 
set-aside programs as a means of establishing equitable 
distribution are the potential for positive and reasonably 
immediate impact in targeted areas, the ability to focus 
spending on distinct areas of needs (regions, industries, 
firms of certain sizes), the ability to control the period 
of application, and the enhanced presence within the 
Supplier and general communities for governmental 
procurement activities. The Task Force proposes to continue 
analyzing the potential benefits of quantity set-aside 
programs. 


Key Recommendations 


Based on the foregoing findings, the Task Force has 
developed recommendations in four categories - structural 
and procedural changes, transportation, regional supplier 
development, and the need to improve the information 
available to suppliers. The following recommendations are 
those which the Task Force believes are critical to 
achieving improved access for suppliers to public sector 
procurement opportunities. 


The Task Force recognized, however, that it will be 
important in implementing these recommendations to maintain 
a balance between the costs of the proposed initiatives and 
the regional economic benefits te ve derived from them. 


a) Structural and Procedural Changes 


The Task Force recommends that the use of procurement as a 
tool for regional economic development be improved by: 


1 increasing the amount of procurement from 
regionally-located suppliers through the following 
actions, recognizing that there must be an appropriate 
trade-off between the need to maintain a cost-effective 
procurement system and the important objective of 
reducing regional disparities: 


= allocating aggregated multiple-destination 
requisations! to regional offices vand™= part 1 tron ing 
them for point-of-use sourcing; 


ad splitting multiple-destination acquisitions among 
regional offices on the basis of the destination 
of the goods; 


= assigning the procurement of stocked-item-supply 
goods to regional offices; 


= accelerating the decentralization of product 
directorates and trained personnel; 


a increasing the use of regional standing offers and 
breaking national standing offers into smaller 
contract sizes; 


= sourcing standing offers regionally to take 
advantage of regional product-assembly potential; 


a continuing and expanding procurement under the 
cooperative agreements already established between 
Supply and Services Canada and individual 
provinces; and 


a continuing to enhance the application of area-buy 
policies by increasing the value of contracts 
sourced in the area of consumption; 


increasing the requisitions authority of the regional 
offices of program and operational departments; 


changing source-listing and tendering procedures to 
allow more equitable access to wholesalers and 
advstrubutors of Canadvany products, 


encouraging the use of generic specifications as well 
as studying the feasibility of providing financial 
assistance to small firms for testing their products 
with respect to quality assurance standards; 


instituting a federal-provincial-territorial suppliers' 
registration initiation form; 


adopting a common set of procurement principles which 
would govern policies and procedures with respect to 
geographic neutrality, supplier access, competition, 
transparency of policies and the use of time limits; 


undertaking a trial project of regional bid 
depositories with a view to making a final 
recommendation to Ministers in 1988; 


continuing to develop electronic systems for 
disseminating procurement information; and 


undertaking a feasibility study of electronic bid 
deposits. 


b) Transportation 


The Task Force recommends that any negative impact of 
transportation costs on the participation of distant 
suppliers be reduced to the extent possible. Specifically, 
it is recommended that all governments undertake, ona 
commodity basis, transportation equalization pilot projects, 
with a view to assessing the extent of the problem and to 
recommending appropriate further action to Ministers at 
their next conference. 


c) Regional Supplier Development 


The Task Force recommends that, in cooperation with the 
Western Diversification Office and the Atlantic Canada 
Opportunities Agency, a regional supplier development 
program be developed. This program should, as an expression 
of the governments' commitment, be supported by the 
establishment of targets for increasing government 
purchasing in designated areas and could include initiatives 
such as: 


= toll-free supplier telephone referral service; 
= financial assistance for source development; 


= regional supplier catalogues to increase the awareness 
and facilitate the exploitation of regional sourcing 
opportunities; and 


= enhanced supplier awareness and promotional activities. 


d) Information 


The Task Force recommends that the flow of information 
between procurement agencies and suppliers be improved 
through development of an annual publication for suppliers, 
entitled A Practical Guide to Government Procurement in 
Canada, which would contain information from all 
jurisdictions on their procurement policies and procedures, 
the types of goods and services purchased, and basic 
guidelines for suppliers. The Guide would be sold to 
Suppliers as a quick reference book on public procurement in 
Canada. 


The foregoing recommendations are presented to Ministers as 
important first steps towards improving supplier access to 
government procurement, to the benefit of all regions. 


Conclusions 


PMhnes Tasks Force proposes. that itecontinuerits work] by: 


ie 


Tae 


guiding the implementation of those recommendations 
which receive Ministerial approval; 


continuing to analyze the issues whose complexity and 
scope were too great for completion at this time, in 
particular, transportation costs, methods of measuring 
the regional development impact of procurement 
spending, and the development of electronic information 
systems; 


initiating analysis of the barriers to access which may 
be presented by inter-jurisdictional differences in 
supplier registration and qualification procedures; 


examining to what extent large government projects 
could more often make use of industrial benefits as an 
effective mechanism to create sub-contracting 
opportunities for regional suppliers, wherever such 
action is consistent with Canada's international trade 
obligations; and 


examining to what extent federal and provincial Crown 
agencies' purchasing activities could provide greater 
tangible support to government regional development 
objectives. 


The Task Force would report on these matters to Ministers at 
their next conference. 
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CANADIAN SOURCE DEVELOPMENT: EXECUTIVE 
SUMMARY OF THE TASK FORCE REPORT 


The Task Force on Canadian Source Development was directed 
by Ministers Responsible for Procurement on May 20, 1987, to 
develop recommendations on methods of creating a broader 
Canadian supplier base to meet government procurement needs. 


Three working groups were set up to focus on the following 
areas: 


a) Identifying Unique Canadian Technologies & Services 


This Working Group proposes a federal-provincial- 
territorial program to identify and promote established and 
emerging Canadian products and services incorporating unique 
technologies with markets in the public sector. The 

Helin ieToneOlsunique will epemdererminedseby. Ehesprovinces and 
territories in recognition of regional variations. An 

Indi ial trials proguam vss projvectedstoOnlastel 2Zamonths. 


Through a process of identification, evaluation and 
selection by provincial-territorial committees anda 
Federal-Provincial Review Committee, a test group of 
products/services (a maximum of three from each 
jurisdiction) will be drawn together and presented to Deputy 
Ministers for endorsement and directed promotional action. 


b) Developing New Regional Suppliers 


The New Regional Suppliers Working Group invited each 
province and territory to submit a list of five companies 
which are producing products or services for the public 
sector market that are: 


i) currently acquired outside the region or the country; 
and 


ii) representative of sectors with potential for a 
broadened industrial base. 


Ai es 


The lists received have been consolidated into a catalogue 
of Canadian Regional Sourcing Opportunities. 


Cc) Increasing the Canadian Value Added of Multinational 
Enterprises 


The Value-Added Working Group selected for a pilot project 
the medical devices sector as a focus for development of a 
model process leading to government/industry/research 
commitment to increasing the Canadian and regional content 
in products manufactured by multinational enterprises. This 
initiative is aimed at reducing the present $1 billion trade 
deficit in the medical devices industry. 


Commitments to cooperate in the process have been obtained 
from the Canadian Hospitals Association, the Canadian 
Association of Manufacturers of Medical Devices and a 
cross-section of research institutions active in this field. 


It is recognized that further actions pursuant to this 
initiative will go beyond the mandate of Ministers 
Responsible for Procurement. The recommendations have, 
therefore, been developed with a view to facilitating the 
involvement of other levels and branches of government in 
establishing mechanisms to translate commitments into 
conerete results. 
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PUBLIC SECTOR PROCUREMENT DATA: 
EXECUTIVE SUMMARY OF THE TASK FORCE REPORT 


The Task Force on Public Sector Procurement Data was asked 
to establish a mutually agreeable process for improving the 
availability and usefulness of public sector procurement 
data. 


To accomplish this goal, Ministers agreed that work would 
continue towards the objective of "developing a proposal 
which addresses data definition, coding and quality issues. 
This will form part of a more comprehensive proposal for the 
establishment of a Public Sector Procurement Data Network." 


To meet the initial objectives, all governments nominated 
representatives, who completed a project defining the 
requirements of public sector decision-makers for 
procurement data and surveying current public sector 
practices for collecting and storing such data. 


Approach and Scope 


The approach followed by the Task Force was to: 


1k, identify various users and define the types of 
decisions they make which would be assisted by more 
available and more useful public sector procurement 
data; 


Ze determine what data are required to meet the identified 
user needs; 


Sie conduct a survey to determine the current status of: 


= what is being collected and how is it being 
stored, and 


= what technologies are being used to support 
existing procurement data systems; 


4, analyse the identified user needs in terms of the 
current availability and usefulness of data, to 
determine the gap; and 


- 12- 


ae formulate a recommendation designed to improve the 
availability and usefulness of public sector 
procurement data. 


Information was gathered from federal government 
departments, provincial government departments and 
territorial government departments as well as from a sample 
of other public sector entities such as utilities, 
municipalities and educational institutions - more than 70 
public sector entities in all. The survey covered more than 
S18 billion (25%) of the estimated S73 bi llvonsin annual 
public sector purchasing and 843,000 (33%) of the estimated 
2.5 million contracts issued annually. Provincial and 
territorial jurisdictions represented 65 of the some 70 
public sector entities examined. 


A summary of the significant findings is given below in 
relation to the current availability and usefulness of 
procurement data. 


Findings 


Improved procurement data would be of value in supporting 
two basic types of decisions being made by public sector 
decision-makers: decisions relating to the sound management 
of the procurement process and "policy and program" 
decisions aimed at enhancing the use of procurement to 
support regional and economic development strategy. Three 
types of procurement data are needed to support these 
decisions: 


1 contract data describing elements such as the type, 
volume and dollar value of contracts issued; 


Pag Supplier data identifying sources of supply, their 
capabilities and ownership; and 


oe forecast data describing planned purchases. 
Concerning the availability and usefulness of procurement 
data within public sector entities, we found that with 
BESpecrsro: 


13 Contract iata- 


= they are generally available at a high level of 
accuracy: 


= there are significant differences among entities 
in terms of what data are collected; 


= different coding systems are being used; and 


~- commodities are defined in a number of different 
ways; 


26 Supplier data, 
= there are a variety of sourcing systems in use; 
= sourcing information is partially available; and 


= the data are assessed as being of medium to high 
accuracy; and 


Soe forecast data, they are generally not available. 


In summary, in most entities surveyed there are significant 

gaps in the procurement data collected, there are questions 

regarding its accuracy, and it is possible that the data are 
not coded appropriately to address specific decision-making 

needs. 


Survey respondents were generally confident that an ad hoc 
request for procurement information could be met within one 
week, provided that the request was properly specified and 
directed at the level of detail to which the data are coded. 


Procurement data collection practices within entities 
surveyed are generally not sufficient to meet the 
requirements of public sector decision-makers. 


Conclusions 


Procurement data are considered by public sector 
decision-makers to be of great value. But the current level 
of availability and usefulness of this data is generally not 
considered adequate. As a result, many individual 
initiatives are currently underway, aimed specifically at 
improving the current situation. 


HC 


The Task Force has concluded that a mechanism is required by 
which these various initiatives can be integrated. Sucha 
mechanism would ultimately provide the capability to gather, 
store and more easily aggregate and report on all public 
sector procurement data. Such a capability would provide 
decision-makers in both the public and private sectors with 
more useful procurement data on which to base their 
decisions. 


A window of opportunity exists for the consideration of 
options which include the possibility of integrating, on a 
broad scale, the expected results of these many 
initiatives. Timing is key as decisions are being taken in 
many jurisdictions which limit the options available. 


The proposal being developed by the Task Force should 
include the following components: 


Lis a description of the proposed Public Sector Procurement 
Data Network; 


Des guidelines for common data definition, coding and 
Qual eey scOnkLro lu; 


Bes the terms and conditions for participation; 
4. a costed development plan; 

oye an implementation strategy; and 

6 a funding strategy. 


Deputy Heads have discussed this approach and have agreed 
that the development of such a proposal is warranted. This 
proposal will provide the necessary information concerning a 
Public Sector Procurement Data Network so that all 
jurisdictions can address the broader implications of making 
further commitments to this process. 


APPENCIX A 


PUBLIC SECTOR MARKET CHARACTERISTICS 


Figures 1 to 4, at the end of this appendix, provide an 
overview of the public sector market in Canada. 


Close to $73 billion is spent each year by the Canadian 
public sector on goods and related services. These 
range from office and data-processing equipment, food 
products, footwear and clothing, to petroleum products, 
cars, ships and aircraft. There is practically no 
industrial or commercial sector not benefiting from the 
contracting activities of governments. 


The most significant players are the provincial/ 
territorial governments and enterprises and the federal 
government and agencies; together they account for 
close to 82% of expenditures. Local governments, 
hospitals and universities make up the remainder. 


Buying Practices 


Public sector organizations try to obtain the goods and 
services they need at the best value in the most 
efficient and equitable manner. The procurement 
process must also reflect fairness in the spending of 
public funds while contributing to economic development 
in the jurisdictions involved. 


While officials of the various jurisdictions are 
sensitive to the potential impact on the public of 
their procurement systems, they also realize that 
intergovernmental cooperation in procurement could 
result in amore effective and mutually reinforcing 
regional and economic development strategy. 


Leverage 


Any discussion aimed at maximizing the spin-off 
benefits from procurement must, however, take into 
consideration that the leverage to be exerted is 
constrained by the size and structure of Canadian 


manufacturing industry, which is not always able to 
respond to the special needs of public purchasers. 
This is especially true with respect to certain 
technologically advanced products for which total 
demand is not now great enough to support viable 
Canadian industries. 


Another important factor is Canada's need to fulfil its 
international obligations. For example, Canada is a 
Signatory to the GATT Agreement on Government 
Procurement, which came into effect in 1981. The main 
thrust of this agreement is to open a portion of the 
Signatory governments' procurement to international 
competition with a view of achieving a greater 
liberalization of trade. 


Figure 1 
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SOULCe sa ne Public SectoreMarkets study, 91963, co-funded by 
the federal and provincial governments. 


Despite increasing fiscal restraint in all jurisdictions, 
there has been substantial, continuing and real growth in 
the Canadian public sector market over the past 15 years. 
This is evident from public sector procurement expenditures, 
WoUChEeLrOSe aLromes39e> bi vivon’ in )974) to S63. 9° billion an 
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Source: The Public Sector Market Study, 1983, co-funded by 
the federal and provincial governments. 


The federal, provincial/territorial and local governments 
each account for a substantial share of the public sector 
market. Although individual government or jurisdictional 
procurement expenditures may not be significant in the 
context of the total economy, taken together these 
expenditures form a substantial economic force. 
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Source: The Public Sector Market Study, 1983, co-funded by 
the federal and provincial governments. 


The ratio of federal, provincial/territorial and local 
government purchasing varies from province to province. 
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Source: The Public Sector Market Study, 1983, co-funded by 
the federal and provincial governments. 


Canadian public sector agencies call on all major industrial 
sectors. Public sector agencies, while not the largest 
consumers in these sectors, do purchase significant amounts 
from each sector. For example, in the manufacturing sector, 
public purchases amounted to 12% of sales and in the primary 
industry sector, public sector expenditure accounted for 
over 17% of sales. 
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